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Central Banks and the Globalized
Financial System:
the British case
??????? ?
In the wake of the ¯nancial crisis after the \Lehman shock", it is
commonplace to demand that central banks must take care of the health
of the ¯nancial system, not just price stability. There are plans to give
them the responsibility for macro-prudential policy in many countries.
Yet how much these new tasks will change the central banks' world is
less understood. The UK \tripartite" authorities announced a set of
system-wide measures that addressed in size and at source perceived
weakness in banks' capital and funding structure, especially the leverage
ratios of the major global banks. Banks unable to deliver su±ciently
high returns on assets to meet their ROE targets resorted instead to
leveraging their balance sheets. Facing ever stronger demand for higher
pro¯ts by their shareholders and for their own higher remuneration,
these bank managers tried to meet it by raising the ratios even higher.
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